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ABSTRACT 
     Government has launched a nation-wide poverty program called Program Nasional Pemberdayaan Masyarakat-
Mandiri or PNPM (National Program for Community Empowerment). The goals of this program is to reduce poverty and to 
strengthen community institutions. These programs facilitate a community planning and decision-making process leading to 
block grants to fund communities’ self-prioritized needs. The ultimate goal of PNPM is to create entrepreneurship through 
establishment and nurturing the small and medium entreprises (SME) in the rural area, as the number of SME in Indonesia 
is still very small. The number of SMEs is expected to spread, so that it can accelerate improvements in public welfare 
through the creation of new jobs. According to the BPS, the number of new entrepreneurs in Indonesia approximately only 
0.24% of the population, which is too small compared to the U.S. (12%), Singapore (7%), China (10%), India (10%). 
Ideally, a country must have a minimum of 2% entrepreneurs of the total business population. 
     National Program for Community Empowerment or PNPM conducted nationally in 497 districts (Kabupaten) and in 
6622 sub-districts (Kecamatan) with the budget of  IDR10,31 trilion in 2011.  In Bandung Regency, the program is 
conducted in 13 sub-districts.  However, based on the field assesments and discussion with the facilitators; many groups 
which received credits through PNPM lack of entrepreneurial orientation causing high proportions of uncollected credits 
and potential failure on the small business establishment, while the assigned facilitators which help the groups focused 
more on the administration and reporting processes since many of them do not have business pactice background.     
     In the mean time, most universities do not actively and directly involved in the development of business firms through 
research, training  and  other join activities with the business firms.  Most of universities will argue that they  face 
obstacles, such as shrinking budgets and a traditional arms-length relationship with industry. This failure of successful 
small-scale collaborations between universities and business into nationalwide scale is found in many developing countries 
because where contact and dialogue has been established, it tends to take place between individuals (in both universities 
and businesses) rather than between the institutions in which they work. 
   In this case, Administration Business studies, Institut Manajemen Telkom start to actively take role in helping the business 
communities to develop and grow the small entreprises.   This program is expected to help the small business groups which 
received credit through PNPM by engaging the training, companion and assistance to nurture their understanding and 
spirit of entrepreneurial orientation, to make program to provide technical assistant on the product innovation, packaging, 
branding and marketing activities, reporting system  and structured business administration in the simple ways.  Institut 
Manajemen Telkom utilise university’s infrastructure and property to help the group by conducting the training and 
meeting in the university’s premise. To ensure the business learning for both parties and more structured activities to help 
the groups, PNPM and university drafted a formalized agreement.  This approach is expected to give long term and 
impactful benefits for both parties in the learning curves in the development of small businesses. 
Keywords: small business, entrepreneurial orientation, PNPM, university-small business collaboration, business administration, triple 
helix. 
INTRODUCTION 
     In 2007, the Government of Indonesia launched a nation-wide poverty program called Program Nasional Pemberdayaan 
Masyarakat-Mandiri (National Program for Community Empowerment or PNPM). The goals of this program are to reduce 
poverty, strengthen local government and community institutions, and improve local governance. PNPM grew out of two 
earlier community development programs, the Kecamatan        Development Program and the Urban Poverty Program. 
These programs facilitate a community planning and decision-making process leading to block grants to fund communities‘ 
self-prioritized needs.  PNPM-Rural, originated from the Kecamatan Development Project (KDP), a three-year project 
financed by a loan from the World Bank at the beginning of the major economic crisis of 1998 (Akatiga, 2010). The Rural 
PNPM Mandiri overall objective is to reduce poverty and improve local-level governance in rural areas of Indonesia 
through the provision of investment resources to support productive proposals developed by communities, using a 
participatory planning process. Improving welfare through poverty alleviation and unemployment reduction is the main 
development priority. The approach of this program is Community Block Grants allocated to sub-district ranges from IDR 
1-3 billion per year, depending on the population in the sub-district (kecamatan).  
     This paper to discus how university able to take role by proactively involved in helping the development of small 





     PNPM-Rural uses a community-driven development approach, providing direct block grant financing to local 
communities at the sub-district level to finance an open menu of local development priorities– typically small scale 
social/economic infrastructure, education and health activities, and micro-loans to women‘s savings groups – implemented 
with mechanisms to ensure broad-based participation and transparency. Between 75 – 80 percent of the block grant 
financing goes toward the small scale social/economic infrastructure, education and health activities, while between 20 – 25 
percent goes toward micro-loans to women‘s savings groups (Worldbank, 2011). 
 
Small Business Success Factors and EO 
     Small businesses are expected to be able to perform well by doing a collaboration to overcome five dimensions of  
business challenges: to win customers preferences, to develop product brand, to gain access to financial institution to get 
business loan, to get access to the regulator or government to get infrastructure access and training as well as technology 
transfer and to get access to sustainable suppliers (Sutarjo, 2011).  The  owners or managers of small businesses should have 
an entrepreneurial orientation (EO) to help the business to succeed.  EO reflected in organizational processes, behavior and 
decision-making style such as innovativeness, pro-activeness, risk-taking, autonomy, and competitive aggressiveness. 
Autonomy is the independent action undertaken by entrepreneurial leaders or teams to bring new venture (Matanda, 2008). 
Innovativeness reflects a firm's tendency in engaging new ideas, novelty, experimentation, and creative processes that may 
result in new products, services, or technological processes (Lumpkin and Dess, 1996). Risk-taking  dimension measure the 
degree to which managers are willing to make large and risky resource commitments (Coulthard, 2006). Entrepreneurs are 
individuals who bear risks and risk-taking, it is decisive for both entrepreneurs and firms to evaluate factors of risk 
compared to the resources and then carefully strategizing in order to minimize  the risk uncertainty (Osman et al, 2011).  
Proactiveness defined as acting in anticipation of future problems, needs, or changes, and crucial to an EO because it 
suggests a forward-looking perspective that is accompanied by innovative or new-venturing activity (Lumpkin and Dess, 
1996). Competitive aggressiveness is the intensity of a firm‘s effort to outperform rivals and is characterized by a strong 
offensive posture or aggressive response to the actions of competitors (Lumpkin and Dess, 1996), which is accomplished by 
setting ambitious market share goals and taking bold steps to achieve them, such as cutting prices or profitability 
(Coulthard, 2006). 
     Nelson & Johnson (1997), summarized, that the traits of entrepreneurs are as follows:  Self –Confidence (Independent, 
optimistic, dynamic and leadership); Originality (innovative, creative, resourceful, initiative, knowledgeable); People-
oriented (gets along well with others and flexible); Task-Result-Oriented (Need for achievement, Profit-oriented, 
perseverance, determined, Hard-worker, drive, energy); Future-Oriented (Foresight, Perceptive); and Risk Taker (Risk-
taking ability, likes challenges).   
     The ultimate goal of PNPM is to create entrepreneurship through establishment and nurturing the small and medium 
entreprises (SME) in the rural area, as the number of SME in Indonesia is still very small.   The number of SMEs is 
expected to spread, so that it can accelerate improvements in public welfare through the creation of new jobs. According to 
the BPS, the number of new entrepreneurs in Indonesia approximately only 0.24% of the population, which is too small 
compared to the U.S. (12%), Singapore (7%), China (10%), India (10%). Ideally, a country must have a minimum of 2% 
entrepreneurs of the total business population (Irianto, 2011). 
Roles of University and Triple Helix 
     Universities are increasingly viewed as focal points of industrial development for regional and national economies and 
economic legitimating themes are becoming as important as cultural ones (Etzkowitz, 2011).  The university is powered in 
this role by generating new discoveries that increase its eminence. In order to generate new discoveries and become more 
eminent (more superior), the university engages in a productive competition for the most revered academics. The presence 
of this top talent, in turn, attracts outstanding graduate students (Florida, 1999). There are four kinds of interactions at the 
university-industry: 1) educating people; 2) research activity; 3) problem-solving in relation to specifically articulated 
business needs; and 4) as ―public space‖ functions (informal social interactions and  specially convened meetings & 
conferences). Informal contacts are most frequently cited for university-industry interaction (Hughes, 2006). These 
institutions are a primary source of the most valuable assets in the knowledge economy: highly educated people, and new 
ideas. The presence of universities may also attract other key economic resources to the region, including firms and 
educated individuals who may want to locate close by, as well as financiers, entrepreneurs and others seeking to exploit new 
business opportunities emanating from the campus. A university is necessarily committed to its region for the long term 
(Lester, 2005). Universities is the production of knowledge which advances understanding of the natural and social worlds, 
the second purpose is the dissemination of knowledge and the formation and cultivation of the cognitive character of 
students. The goal is to produce graduates that ideally can think effectively and critically; have ―achieved depth in some 
field of knowledge‖; and finally is to undertake community engagement  (Badat, 2009). 
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     In a knowledge driven economy, one expects universities to play a major role even though the culture of academia and 
the culture of the private sector do not quite overlap. However, involvement in the knowledge economy does provide them 
with an opportunity to engage in their traditional research role while at the same time generate funds for themselves and 
contributing to economic development (Ramkissoon, 2008). Universities are part of the ‗innovation system‘.  They 
contribute to innovation and economic development in various ways: well educated and competent graduates, research and 
service (Schuetze, 2007). 
     To increase their contribution to development through the production and distribution of knowledge, universities in 
developing countries need to transform themselves into 'developmental universities'. The failure of successful small-scale 
collaborations between researchers and industry to grow into national trends is found in many developing countries. The 
evidence shows that where contact and dialogue has been established, it tends to take place between individuals (in both 
universities and companies) rather than between the institutions in which they work.  There are, however, various obstacles 
to the widespread adoption of the entrepreneurial model of a university in the developing word. Another source of 
difficulties, as indicated in the table, is that developing countries have, in general, few researchers, and, given the general 
lack of resources in such countries, these have to work with tight budgets. Part of the problem is that a research agenda that 
addresses local needs is unlikely to attract attention from the world's academic community. This is mainly because of the 
wide gap between the problems faced in the developing word, and the issues that consume most of the attention of the 
international research agenda. The situation is made worse by the fact that procedures for evaluating success in universities 
in developing countries usually measure achievement (and thus allocate rewards) in terms of success in publishing research 
results in mainstream publications (Sutz, 2005). 
     A transformation in the functions of university, industry, and government also takes place as each institution assumes the 
role of the other. The university takes the role of industry, transferring technology to infuse existing firms with new life and 
helping form new firms in incubator facilities. Government takes the role of industry, helping to support these developments 
through funding programs and changes in the regulatory environment. Industry takes the role of the university in developing 
training and research, often at the same high level as universities. ―Triple Helix‖ theory depicts helices with an internal core 
and external field space. The model helps explain why the three spheres keep a relatively independent and distinct status, 
shows where interactions take place and explains why a dynamic triple helix can be formed with gradations between 
independence and interdependence; conflict and confluence of interest. The university can play industry‘s role, in assisting 
firm formation and technology transfer, but not as a true enterprise. The same holds for industry and government. Industry 
may form university-like teaching and research entities; but it is unlikely to stray too far from its core mission (Etzkowitz,  
2007). 
 
Bandung District (Kabupaten Bandung)  
     Bandung district consists of 31sub-districts(kecamatans).  From 31 sub-districts, there are 13 sub-districts which are 
included into  PNPM as follows : Arjasari, Bojongsoang, Cicalengka, Cikancung, Cimaung, Ciwidey, Ibun, Nagreg, Pacet, 
Pameungpeuk, Rancabali, Kertasari and Pangalengan.  The other sub-district kecamatan are considered urban and did not 
get the rural PMPN program.  Bandung district is having business potential for agriculture products, farming, horticulture 
and textile related products home industries.  The wetlands agriculture located in  Banjaran, Arjasari and Soreang and 
supported by irrigation canals.  Farming and agrobusiness located in Pangalengan and Ciwidey (southern part of the 
district). In the eastern part of the district is an industrial area ( Majalaya, Rancaekek and Ciparay). 
   Bandung district administration increased its budget allocation for PNPM programs in 2011 by IDR300million to 
IDR10.84 billion from 2010 figure. The higher budget allocation is expected to cut poverty rate, now at 19.65% from a total 
of 3.1 million population in Bandung in 2010. The government's poverty alleviation programs, including PNPM Mandiri 
Rural is claimed by local authorities in helping to lower poverty rate (PR, 2011). 
 
DISCUSSION 
     Indonesia values SMEs for being a significant economic driver as well as those drivers provided by Larger Enterprise 
activities. Indonesia recognizes SMEs as one of the significant economic drivers for enhancing its economic development. 
Therefore, SMEs receive a lot of attention in Indonesia. SMEs are seen as a vehicle for promoting indigenous Indonesian 
business. National Program for Community Empowerment or PNPM conducted nationally in 497 districts (Kabupaten) and 
in 6622 sub-districts (Kecamatan) with the budget of  IDR10,31 trilion in 2011.  In Bandung Regency, the program is 
conducted in 13 sub-districts.    
Tabel 1. Fund disbursed for finance loans in the PNPM program at Bandung District  
(Source: Bandung District Finance Facilitator) 
 Sub-District UEP SPP Total 
Rancabali                        630,551,699                630,551,699  
Cikancung                     1,717,818,359             1,717,818,359  
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Cicalengka                     1,535,818,737             1,535,818,737  
Arjasari                     1,745,730,263             1,745,730,263  
Bojongsoang             515,085,385                       337,881,858                852,967,243  
Pameungpeuk           1,672,930,005                       274,408,542             1,947,338,547  
Ciwidey                     1,117,740,773             1,117,740,773  
Cimaung           1,455,722,184                    1,961,631,366             3,417,353,550  
Pangalengan                     2,143,066,722             2,143,066,722  
Kertasari                     2,322,042,248             2,322,042,248  
Pacet             474,856,787                    2,363,894,012             2,838,750,799  
Ibun           1,466,989,764                    2,080,382,055             3,547,371,819  
Total           5,585,584,125                  18,230,966,634           23,816,550,759  
     The total value of fund disbursed for PNPM program is IDR 88,9 billion for Bandung district.  From the value IDR 23,8  billion or about 27% is 
allocated to finance the small or micro business activities.  The major proportion of the budget is allocated for infrastructure, health/sanitations and 
education.  Interestingly there is only 23% of the financing activities used for  productive economic activities ( in the program it is called UEP or 
Usaha Ekonomi Produktif), the big proportion of the financing (77%)  used for micro-loans to women‘s savings groups (in the program it is called  
SPP or Simpan Pinjam Perempuan). 
     Akatiga (2010), reported that PNPM  focus only where savings and loans work. There is generally no lack of demand for loans 
in the study sites, but only in a few cases groups are able to improve their livelihood through the loans. Findings of the study 
show that in most places SPP does not work as expected. Groups are recently formed and specifically for the purpose of 
getting the PNPM-Rural loans. Many members, particularly the poor who are included to meet PNPM-Rural requirements, 
do not have a clear idea what kind of income-generating activities they will undertake with the loan. Their businesses are 
often not viable. Even if they have good business plan, there are rarely any supporting activities or trainings that strengthen 
the group—as a borrower—and help it deal with problems the members face, e.g., in marketing and getting materials in 
bulk for lower prices.  This report showed that  the groups which received loans lack entrepreneurial orientation.  The fact 
that there is 23% of the loans allocated for the productive economics activities also showing that the groups are not ready 
for entrepreneurial activities. PNPM-Rural process is reported has become routine and does not inspire participation.  Low 
skill-levels of all facilitators, high turnover of  the facilitators in some locations for the Project Management Units (Unit 
Pengelolaan Kegiatan) decreased levels of enthusiasm and low expectations.  Clearly small credit groups under PNPM-
Rural need specific facilitation,  since their needs are different from the general facilitation PNPM-Rural provides so far. 
Facilitation is needed to strengthen the SPP groups and examine the problems the group faces, including in running their 
businesses. 
     Woldbank  (2011) reported the major financial management risks for the project are: (a) the current Community 
Empowerment  (Pemberdayaan Masyarakat Desa) team may lack the capacity to manage the expanded program effectively 
to manage PNPM successfully; (b) uneven quality in facilitator support to communities in maintaining adequate FM 
arrangements; and (c) controls at various levels may not be implemented fully to prevent misuse of project funds.  
     Based on the field assesments and discussion with the facilitators; many groups which received credits through PNPM 
lack of entrepreneurial orientation causing high proportions of uncollected credits and potential failure on the small business 
establishment, while the assigned facilitators which help the groups focused more on the administration and reporting 
processes since many of them do not have business pactice background. 
     On the other hand the role of the universities in developing national industry, specifically small and medium enterprises 
(SMEs) is essential as the strategy to revitalize Indonesian universities to transfer know-how from laboratory to industry. 
The ineffective internal policy, weak funding base and lack ties with private sectors are the main problems of promoting 
SMEs in Indonesia through government and University. Universities in Indonesia still have difficulties in delivering 
technology transfer to be used by SMEs. In Indonesian context, there are two models of technology transfer from university. 
First is the indirect mode: creating graduates who will bring knowledge, skills and entrepreneurial attitude to their later jobs 
and their community. The second is the direct mode: technology transfer directly from university to industry. Researchers 
should understand technological problems in SMEs located in their area. Visiting and investigating them actively by 
researchers may solve their problems. For that reason, getting the SMEs involved in training course will speed up the 
process of technology transfer as some of them do not be familiar with universities. Experientially, many industries are 






Figure 1. Proposed Role of University to Help in Developing Small Business 
     Learning from the issues, university can proactively take role as suggested by ―Triple Helix‖ theory in helping the 
development of small business through building the network and liaise with the regulators or government to gain access of 
infrastructure, supports and training, financial institutions, sales and marketing activities, suppliers; giving the training 






Figure 2. The Training and Workshop Activities by Institut Manajemen Telkom Targeted to the Groups of PNPM Loan 
Recipients 
     In this case, Institut Manajemen Telkom conduct a pilot project to help the groups which received loans through PNPM 
program by conducting training and workshop to the group at the sites.  Institut Manajemen Telkom also utilise the 
university‘s buildings to conduct workshop.   The program is expec-ted to help the small business groups which 
received credit through PNPM by engaging the training, companion and assistance to nurture their understanding and spirit 
of entrepreneurial orientation, to make program to provide technical assistant on the product innovation, packaging, 
branding and marketing activities, reporting system  and structured business administration in the simple ways. To ensure 
the business learning for both parties and more structured activities to help the groups, PNPM and university drafted a 
formalized agreement.  This approach is expected to give long term and impactful benefits for both parties in the learning 
curves in the development of small businesses. 
     To create the spirits of entrepreneur and to develop entrepreneurial orientation, the training and education as well as  on 
job training is important.  However the impact of entrepreneurship education programs may not be immediately evident, but 
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should have sustained effects on developing a strong "enterprise culture". Although this might be difficult to determine in 
the short-term, it is essential to the long-term economic growth (Nelson & Johnson, 1997). 
CONCLUSION 
     The number of entrepreneurs in Indonesia is still very low as a ratio of its population compared to other countries, 
because lack of entrepreneurial orientation and low traits of entrepreneurs.  Government program with the help of 
Worldbank through PNPM is allocated more for savings and loan programs instead of economic productive activities, hence 
the program will not sustain in reducing poverty and unemployment. The facts in this Indonesian case study to describe the 
role of the university in dealing with SMEs, particularly in promoting small business development through helping them in 
term of entrepreneurial orientation which in turn will increase the rate of productive economic activities. 
     University can take role in helping the development of small business through building the network and liaise with the 
regulators or government to gain access of infrastructure, giving the training to develop entrepreneurial orientation and 
utilise the university‘s infrastructure for the training and workshop activities. 
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